
. 

COMMONWEALTH OF KENTUCKY 

BEFORE THE P U B L I C  SERVICE COMMISSION 

In the Matter of: 

THE TARIFF A P P L I C A T I O N  OF CONTINENTAL ) 
TELEPHONE COMPANY OF KENTUCKY FOR THE ) 
ELIMINATION OF EXCHANGE L I N E  MILEAGE ) CASE NO. 9444 
CHARGES I N  EXCHANGES HANDLED BY THE 1 
LONDON DIGITAL I S L A N D  1 

O R D E R  

C o n t i n e n t a l  T e l p h o n e  Company ( " C o n t i n e n t a l ' )  h a s  p r o p o s e d  t o  

e l i m i n a t e  i ts e x t r a  e x c h a n g e  l i n e  mileage c h a r g e s  i n  the London 

Digital I s l a n d  to  e n c o u r a g e  subscribers t o  m i g r a t e  to  o n e - p a r t y  

service. C o n t i n e n t a l  c o n t e n d s  t h a t  t h e  u p g r a d e  s e r v i c e  will be a 

s tep  toward i n c r e a s e d  u t i l i z a t i o n  of its d i g i t a l  f a c i l i t i e s  and  

will p r o v i d e  c u s t o m e r s  a bet ter  g r a d e  of s e r v i c e .  I n  support of 

its p e t i t i o n  C o n t i n e n t a l  has e s t i m a t e d  t h a t  t h e  r e v e n u e  effect  

over t h e  e n t i r e  conversion process will be n e g l i g i b l e  t o  s l i g h t l y  

positive and would  n o t  generate a r a t e  i n c r e a s e .  I n  d e v e l o p i n g  

t h e  r e v e n u e  e s t i m a t e  C o n t i n e n t a l  h a s  d e p e n d e d  o n  a v o l u n t a r y  

customer r e s p o n s e  to a q u e s t i o n n a i r e  i n c l u d e d  i n  customer phone 

bills i n  the a f f e c t e d  area. Though 53 p e r c e n t  of its c u s t o m e r s  

r e s p o n d e d ,  t h e  q u e s t i o n n a i r e  d i d  n o t  c o n t a i n  the i n f o r m a t i o n  

necessary to s t a t  i s t i c a l l y  corn p a r e t h e  d e m o g r a p h i c  

c h a r a c t e r i s t i c s  of t h e  r e s p o n d e n t s  w i t h  t h e  overall c u s t o m e r  

p o p u l a t i o n  w i t h i n  t h e  i s l a n d .  Thus ,  C o n t i n e n t a l  is u n a b l e  t o  

d e m o n s t r a t e  t h a t  t h e  survey r e s p o n s e  is s t a t i s t i c a l l y  u n b i a s e d  . 



A c c o r d i n g l y ,  s t a t i s t i c a l  i n f e r e n c e s  c a n n o t  be made c o n c e r n i n g  t h e  

r e m a i n i n g  4 7  p e r c e n t  of t h e  p o p u l a t i o n .  F u r t h e r m o r e  , t h e  

q u e s t i o n n a i r e  w a s  r e s t r i c t e d  t o  t e l e p h o n e  u s e r s  which would be i n  

t h e  f i rs t  p h a s e  o f  t h e  program and  d i d  n o t  s u r v e y  c u s t o m e r s  t h a t  

would  be i n c l u d e d  i n  latter phases of the project. 

The Commiss ion  is d e e p l y  c o n c e r n e d  t h a t  adopt ion of 

C o n t i n e n t a l ' s  proposed t a r i f f  c h a n g e s  could result in a revenue 

d e f i c i e n c y  and  u l t i m a t e l y  a r a t e  case. A c c o r d i n g  t o  the 

c a l c u l a t i o n s  p r o v i d e d  by C o n t i n e n t a l  i n  t h i s  p r o c e e d i n g  

a p p r o x i m a t e l y  83 percent of its R-4 and  B-4 t e l e p h o n e  c u s t o m e r s  

w i l l  h a v e  t o  m i g r a t e  t o  R - 1  and  B-1 p h o n e  s e r v i c e  i n  order t o  

achieve  n e u t r a l  r e v e n u e  effects.  The high p e n e t r a t i o n  

r e q u i r e m e n t  and t h e  l a c k  of a s t a t i s t i c a l l y  acceptable s t u d y  

e s t i m a t i n g  c o n s u m e r  demand p r e v e n t s  t h e  Commiss ion  f r o m  

c o n c l u d i n g  t h a t  t h e  proposed t a r i f f  c h a n g e s  w i l l  be r e v e n u e  

n e u t r a l .  Therefore t h e  Commiss ion  w i l l  r e q u i r e  C o n t i n e n t a l  t o  

c o n d u c t  a new consumer s u r v e y  i n c l u d i n g  r e s i d e n t i a l  c u s t o m e r s  i n  

all of t h e  e x c h a n g e s  i n  t h e  d i g i t a l  i s l a n d  a s  a p a r t  of t h e  s t u d y  

sample. I n  addition the Commiss ion  w i l l  r e q u i r e  a s a m p l e  of 

s u f f i c i e n t  s i z e  t o  p r o v i d e  customer p e n e t r a t i o n  es t imates  w i t h  an 

accuracy of p l u s  or m i n u s  5 p e r c e n t  at t h e  95 percent c o n f i d e n c e  

l e v e l .  Other r e q u i r e m e n t s  of the s t u d y  w i l l  be w o r k e d  o u t  i n  a n  

i n f o r m a l  c o n f e r e n c e  b e t w e e n  C o n t i n e n t a l  and  the Cornmission ataf€. 

I T  IS THEREFORE ORDERED t h a t  C o n t i n e n t a l  s h a l l  prepare and  

file as described above a consumer survey t o  s t a t i s t i c a l l y  

es t imate  p o t e n t i a l  m i g r a t i o n  from R-4 and  B-4 s e r v i c e s  to R-1 a n d  



B-1 services resulting from t h e  e l i m i n a t i o n  of e x t r a  e x c h a n g e  

rrileage charges i n  t h e  London D i g i t a l  I s l a n d .  

I T  IS  FURTHER ORDERED t h a t  the results of t h i s  survey s h a l l  

be f i l e d  w i t h  t h e  Commission Secretary on or before February 2 8 ,  

1 9 8 6 .  

Done at  F r a n k f o r t ,  Kentucky, this 15th day of January, 1986. 

PUBLIC SERVICE COMMISSION 
/’ 

ATTEST: 

Secretary 


